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Tue Unirep States or America v. A. ScHRADER’S Son, INc. 
Supreme Court of the United States 


March 1, 1920 


Unram Comperirion—Resate Price AcrEEMENTS—ReEstTRaInt oF TRADE. 

Where a manufacturer enters into agreements—whether express, 
or implied from a course of dealing or other circumstances—with all 
customers throughout the different states, which undertake to bind 
them to observe fixed resale prices, such agreements are designed to 
deprive dealers of control of their own affairs and thereby destroy 
competition and restrain the free and natural flow of trade among the 
states. 


Error to the District Court of the United States for the 
Northern District of Ohio. (See 10 T. M. Rep. 15.) Reversed 
and remanded. 


Mr. Justice McReyno ps delivered the opinion of the Court. 


Defendant in error, a New York corporation, manufactured 
at Brooklyn, under letters patent, valves, gauges and other acces- 
sories for use in connection with automobile tires, and regularly 
sold and shipped large quantities of these to manufacturers and 
jobbers throughout the United States. It was indicted in the Dis- 
trict Court, Northern District of Ohio, for engaging in a combina- 
tion rendered criminal by Section 1 of the Sherman Act of July 2, 
1890 (ch. 647 26, Stat. 209), which declares illegal “every con- 
tract, combination in the form of trust or otherwise, or conspiracy, 
in restraint of trade or commerce among the several states, or with 
foreign nations.” After interpreting the indictment as indicated 
by quotations from its opinion which follow, the District Couct 
sustained a demurrer thereto, basing the judgment upon construc- 
tion of that Act (— Fed. — [10 T. M. Rep. 15]): 


“The substantive allegations of this indictment are that defendant is 
engaged in manufacturing valves, valve parts, pneumatic-pressure gauges, 
and various other accessories; that it sells and ships large quantities of 
such articles to tire manufacturers and jobbers in the Northern District of 
Ohio and throughout the United States; that these tire manufacturers and 
jobbers resell and reship large quantities of these products to (a) jobbers 
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and vehicle manufacturers, (b) retail dealers, and (c) to the public both 
within and without the respective states into which the products are 
shipped; that these acts have been committed within three years next 
preceding the presentation of this indictment and within this district; 
that the defendant executed, and caused all the said tire manufacturers and 
jobbers to whom it sold its said products to execute with it, uniform con- 
tracts concerning resales of such products; that every manufacturer and 
jobber was informed by the defendant and well knew when executing such 
contracts that identical contracts were being executed and adhered to by 
the other manufacturers and jobbers; that these contracts thus executed 
purported to contain a grant of a license from the defendant to resell its 
said products at prices fixed by it to (a) jobbers and vehicle manu- 
facturers similarly licensed, (b) retail dealers, and (c) the consuming 
public; that all these contracts provided (that the) [concerning] products 
thus sold to tire manufacturers and jobbers provided that they should 
not resell such products at prices other than those fixed by the defend- 
ant. Copies of these contracts are identified by exhibit numbers and 
attached to the indictment. It is further charged that the defendant 
furnished to the tire manufacturers and jobbers who entered into such 
contracts lists of uniform prices, such as are shown in said exhibits, 
which the defendant fixed for the resale of its said products to (a) job- 
bers and vehicle manufacturers, (b) retail dealers, and (c) the con- 
suming public, respectively; and that the defendant uniformly refused 
to sell and ship its products to tire manufacturers and jobbers who did 
not enter into such contracts and adhere to the uniform resale prices fixed 
and listed by the defendant. Further, that tire manufacturers and job- 
bers in the Northern District of Ohio and throughout the United States 
uniformly resold defendant’s products at uniform prices fixed by the de- 
fendant and uniformly refused to resell such products at lower prices, 
whereby competition was suppressed and the prices of such products to 
retail dealers and the consuming public were maintained and enhanced. 
“Thus it will be observed that the contract, combination, or con- 
spiracy charged comes merely to this: That the defendant has agreed, 
combined, or conspired with tire manufacturers and with jobbers by the 
selling or agreeing to sell valves, valve parts, pneumatic-pressure gauges, 
and various accessories, with the further understanding or agreement that 
in making resales thereof they will sell only at certain fixed prices. It will 
be further observed that the retailers, to whom the jobbers in ordinary 
course of trade would naturally sell rather than to the consuming public, 
and who in turn sell and distribute these articles to and among the ultimate 
consumers, are not included within the alleged combination or conspiracy. 
“The so-called license agreements, exhibited with the indictment, are 
in my opinion, both in substance and effect, only selling agreements. The 
title to the valves, valve parts, pneumatic-pressure gauges, and other auto- 
mobile accessories passed to the so-called licensees and licensed jobbers.” 


The court further said: 


“Defendant urges that there is a manifest inconsistency between the 
reasoning, if not between the holdings, of these two cases (Dr. Miles Med- 
ical Co. v. Park & Sons Co., 220 U. S. 373, and United States v. Colgate 
Co., 250 U. S. 300 [9 T. M. Rep. 229]); that if the basic principles an- 
nounced in the latter cases are to be taken in the ordinary sense imported 
by the language, the present case falls within the Colgage case, and that, 
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properly construed, neither section 1 nor 2 of the Sherman Anti-Trust 
Law makes the defendant’s conduct a crime. The Dr. Miles Medical Com- 
pany case standing alone would seem to require that this demurrer be 
overruled and a holding that the Sherman Anti-Trust Law is violated and 
a crime committed, merely upon a showing of the making by defendant 
and two or more jobbers of the agreements set up in the indictment, cer- 
tainly if the jobbers were competitors in the same territory. That case has 
been frequently cited as pony ees this proposition * * *. The retailers 
are not in the present case included. They may compete freely with one 
another and may even give away the articles purchased by them. No re- 
striction is imposed which prevents them from selling to the consumer at 
any price, even though it be at a ruinous sacrifice and less than the prices 
made to them by the jobber. Personally, and with all due respect, per- 
mit me to say that I can see no real difference upon the facts between the 
Dr. Miles Medical Company case and the Colgate Company case. The 
only difference is that in the former the arrangement for marketing its 
product was put in writing, whereas in the latter the wholesale and retail 
dealers observed the prices fixed by the vendor. This is a distinction with- 
out a difference. The tacit acquiescence of the wholesalers and retailers 
in the prices thus fixed is the equivalent for all practical purposes of an 
express agreement. 

“Granting the fundamental proposition stated in the Colgate case, 
that the manufacturer has an undoubted right to specify resale prices and 
refuse to deal with anyone who fails to maintain the same, or, as further 
stated, the act does not restrict the long-recognized right of a trader or 
manufacturer engaged in an entirely private business freely to exercise his 
own independent discretion as to the parties with whom he will deal, and 
that he, of course, may announce in advance the circumstances under which 
he will refuse to sell, it seems to me that it is a distinction without a 
difference to say that he may do so by the subterfuges and devices set 
forth in the opinion and not violate the Sherman Anti-Trust Act; yet if he 
had done the same thing in the form of a written agreement, adequate only 
to effectuate the same purpose, he would be guilty of a violation of the 
law. Manifestly, therefore, the decision in the Dr. Miles Medical case 
must rest upon some other ground than the mere fact that there were 
agreements between the manufacturer and the wholesalers. 

“The point, however, which I wish to emphasize is that the allegation 
of this indictment, not alleging any purpose, or facts from which such a 
purpose can be inferred, to monopolize interstate trade, within the prohibi- 
tion and meaning of section 2 of the Sherman Anti-Trust Act and the last 
clause of section 2 of the Clayton Act, does not charge a crime under sec- 
tion 1 of the Sherman Anti-Trust Act as that act should be construed.” 


Our opinion in United States v. Colgate Company declared 
quite plainly: 


That upon a writ of error under the Criminal Appeals Act, (ch. 2564, 
34 Stat. 1246) “we have no authority to revise the mere interpretation of 
an indictment and are confined to ascertaining whether the court in a case 
under review erroneously construed the statute.” “We must accept that 
court’s interpretation of the indictments and confine our review to the 
question of the construction of the statute involved in its decision.” That 
we were confronted by an uncertain interpretation of an indictment itself 
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couched in rather vague and general language, the meaning of the opinion 
below being the subject of serious controversy. The “defendant maintains 
that looking at the whole opinion it plainly construes the indictment as 
alleging only recognition of the manufacturer’s undoubted right to specify 
resale prices and refuse to deal with anyone who failed to maintain the 
same.” “The position of the defendant is more nearly in accord with the 
whole opinion, and must be accepted. And as counsel for the Government 
were careful to state on the argument that this conclusion would require 
affirmation of the judgment below, an extended discussion of the principles 
involved is unnecessary.” And further: “The purpose of the Sherman 
Act is to prohibit monopolies, contracts and combinations which probably 
would unduly interfere with the free exercise of their rights by those 
engaged, or who wish to engage, in trade and commerce—in a word to 
preserve the right of freedom to trade. In the absence of any purpose to 
create or maintain a monopoly, the act does not restrict the long recognized 
right of trader or manufacturer engaged in an entirely private business, 
freely to exercise his own independent discretion as to parties with whom 
he will deal. And, of course, he may announce in advance the circum- 
stances under which he will refuse to sell.” 


The court below misapprehended the meaning and effect of the 
opinion and judgment in that cause. We had no intention to 
overrule or modify the doctrine of Dr. Miles Medical Co. v. Park 
§ Sons Co., where the effort was to destroy the dealers’ independ- 
ent discretion through restrictive agreements. Under the inter- 
pretation adopted by the trial court and necessarily accepted by 
us, the indictment failed to charge that Colgate Company made 
agreements, either express or implied, which undertook to obligate 
vendees to observe specified resale prices; and it was treated ‘as 
alleging only recognition of the manufacturer’s undoubted right to 
specify resale prices and refuse to deal with anyone who fails to 
maintain the same.” 

It seems unnecessary to dwell upon the obvious difference be- 
tween the situation presented when a manufacturer merely indi- 
cates his wishes concerning prices and declines further dealings 
with all who fail to observe them, and one, where he enters into 
agreements—whether express, or implied from a course of dealing 
or other ¢circumstances—with all customers throughout the different 
states which undertake to bind them to observe fixed resale prices. 
In the first, the manufacturer but exercises his independent discre- 
tion concerning his customers and there is no contract or combina- 
tion which imposes any limitation on the purchaser. In the second, 
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the parties are combined through agreements designed to take away 
dealers’ control of their own affairs and thereby destroy competi- 
tion and restrain the free and natural flow of trade amongst the 
states. 

The principles approved in Dr. Miles Medical Co. v. Park & 
Sons Co., should have been applied. The judgment below must be 
reversed and the cause remanded for further proceedings in con- 
formity with this opinion. 


Mr. Justice CLARKE concurs in the result. 
Mr. Justice Hotmes and Mr. Justice Branpets dissent. 


Beecu-Nvut Packine Co. v. Feperat Trape Commission. 
United States Circuit Court of Appeals, Second Circuit 
February 26, 1920 


Unram Competitrion—Pricke MAaInNTENANCE—SHERMAN ACT. 
The mere refusal of a dealer to sell to those who will not maintain 
fixed resale prices does not constitute a violation of the Sherman Act. 


Original petition to review an order of the Federal Trade Com- 
mission. Order reversed. 


Before Warp, Hoven and Manton, Circuit Judges. 


Warp, Circuit Judge: April 15, 1918, the Federal Trade 
Commission issued a complaint against the Beech-Nut Packing 
Company under Sec. 5 of the Act of Congress of September 26, 
1914, entitled “An Act to create a Federal Trade Commission, to 
define its powers and duties and for other purposes,” charging the 
company with using an unfair method of competition in interstate 
commerce, viz., in selling its products to such purchasers, prin- 
cipally wholesalers and jobbers, as do not resell at a price lower 
than that fixed by the company and in refusing to sell to such as 
do, with the purpose of eliminating competition in the sale of the 
company’s products and that a proceeding by the Commission in 
respect to this method would be to the interest of the public. 
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The company appeared and answered, admitting these facts, 
but denying that it had entered into any agrement with purchasers 
requiring them to maintain its prices or in any way qualifying their 
title to the articles purchased or restricting their freedom to sell to 
anyone and charge any price they chose. 

An agreed statement of facts was filed. 

June 80, 1919, the Commission filed its report and findings. 

The respondent is engaged in interstate commerce in selling 
divers food products, such as sliced bacon, sliced beef, peanut 
butter, candies, chewing gun, etc., under the trade name “Beech- 
Nut Brand.” ‘The Commission’s findings of fact are very long and 
it will be sufficient for the purposes of our decision to state the fol- 
lowing: 


“Paragraph Four: That respondent customarily markets its products 
principally through jobbers and wholesalers in the grocery, drug, candy 
and tobacco lines, who in turn resell to retailers in these lines, all of 
which wholesale and retail dealers are selected as desirable customers for 
the reason that they are known or believed to be (a) of good credit stand- 
ing; (b) willing to resell at the resale prices suggested by respondent and 
who do resell at such prices, as hereinafter set forth; (c) willing to refuse 
to sell and who do refuse to sell to jobbers, wholesalers and retailers who 
do not resell at the resale prices suggested by respondent, and who do not 
sell to such jobbers, wholesalers and retailers as also hereinafter set forth; 
(d) good and satisfactory merchandisers in other respects. Such jobbers, 
wholesalers and retailers are designated by the respondent as ‘selected’ or 
‘desirable’ dealers. Respondent also sells ‘direct’ in a few instances to cer- 
tain large retailers who are selected on the same basis as the aforesaid 
jobbers, wholesalers and retailers. The total number of such dealers 
handling the products of respondent includes the greater proportion of the 
jobbers, wholesalers and retailers, respectively, in the grocery trades and 
a large proportion of the jobbers, wholesalers and retailers in the drug, 
candy and tobacco trades, respectively, throughout the United States.” 

“Paragraph Five: That respondent, in the sale and distribution of 
its products, has adopted and maintained, and still maintains, a policy 
known as the ‘Beech-Nut Policy,’ and requests the cooperation therein 
of all dealers selling the products manufactured by it, dealing with each 
customer separately.” 

“Paragraph Seven: In order to carry out said Beech-Nut Policy 
and to secure such cooperation respondent 

(a) Issues circulars, price lists and letters to the trade generally 
showing suggested uniform resale prices, both wholesale and retail to be 
charged for Beech-Nut products. 

(b) Requests and insists that the aforesaid selected jobbers, whole- 
salers and retailers resell only at the suggested resale prices. 

(c) Requests and insists that the aforesaid selected jobbers, whole- 
salers and retailers sell only to such other jobbers, wholesalers and re- 
tailers as have been and are willing to resell and do resell at the prices 
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so suggested by the respondent; and requests and insists that such 
jobbers, wholesalers and retailers discontinue selling to other jobbers, 
wholesalers and retailers who fail to resell at the prices so suggested by 
respondent. 

(d) Makes it known broadcast to such selected jobbers, wholesalers 
and retailers, whether sold ‘direct’ or not, that if they, or any of them, 
fail to sell at the resale prices suggested by the respondent as aforesaid, 
respondent will absolutely refuse to sell further supplies of its products 
to them, or any of them, and will also absolutely refuse to sell any 
jobbers, wholesalers and retailers whatsoever who sell to other jobbers, 
wholesalers or retailers failing to resell at the prices suggested by re- 
spondent.” 

“Paragraph Eight: That respondent, in the carrying out of said 
policy 

(a) Has within the time aforementioned refused and does refuse 
to sell its products to practically all such jobbers, wholesalers and re- 
tailers as do not resell at the prices so suggested by the respondent; 

(b) Has within the time aforementioned refused and does refuse to 
sell to practically all such jobbers, wholesalers and retailers reselling to 
other jobbers, wholesalers and retailers who have failed to resell at the 
prices so suggested by the respondent; 

(c) Has within the time aforementioned refused and does refuse to 
sell to practically all so-called mail-order houses engaged in interstate 
commerce, on the ground that such mail-order houses frequently sell 
at cut prices, and has within the time aforementioned refused and does 
refuse to sell to practically all jobbers, wholesalers and retailers who sell 
its products to such mail-order houses; 

(d) Has within the time aforementioned refused and does refuse to 
sell to practically all so-called price-cutters; 

(e) Has maintained within the time aforementioned and does main- 
tain a large force of so-called specialty salesmen or representatives who 
call upon the retail trade and solicit orders therefrom to be filled through 
jobbers and wholesalers, which orders are commonly known in the trade 


as ‘turnover orders’; that respondent’s salesmen, under its instructions, 
’ 


have within the time aforementioned refused and do refuse to accept 
any such turnover orders to be filled through jobbers and wholesalers 
who themselves sell or have sold at less than the suggested resale prices 
or sell or have sold to jobbers, wholesalers and retailers who sell or have 
sold at less than such suggested resale prices; and in such cases have 
requested such retailers to name other jobbers; 

(f) Has within the time aforementioned reinstated and does rein- 
state as distributors of its products, jobbers, wholesalers and retailers 
previously cut off or withdrawn from the list of selected jobbers, whole- 
salers and retailers for failure to resell at the prices suggested by the 
respondent and/or for selling to distributors who do not maintain such 
suggested resale prices, upon the basis of declarations, assurances, state- 
ments, promises and similar expressions, as the case may be, by said 
distributors, respectively, which satisfy the respondent that such dis- 
tributors will thereafter resell at the prices suggested by the respondent 
and/or will refuse to sell to distributors who do not maintain such sug- 
gested resale prices; 

(zg) Has within the time aforementioned added and does add to its 
list of new distributors, concerns reported by its representatives as de- 
claring that they intend to and will resell at the prices suggested by the 
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respondent, and/or will refuse to sell to distributors who do not maintain 
such suggested resale prices; 

(h) Has within the time aforementioned utilized a system of key 
numbers or symbols stamped or marked upon the cases containing ‘Beech- 
Nut Brand’ products, thus enabling the respondent, for any purpose 
whatsoever, to ascertain the identity of the distributors from whom such 
products were purchased; and that repeatedly, within the time afore- 
mentioned, when instances of price-cutting have been reported to respond- 
ent by the selected wholesalers and retailers, or ascertained in other ways, 
its salesmen and representatives have been instructed by respondent to in- 
vestigate, and that in pursuance of these instructions salesmen and rep- 
resentatives of respondent have by means of these key numbers or symbols 
traced the price cutters from whom the goods have been obtained and have 
thus ascertained the identity of such price cutters, and have also thus 
traced and ascertained the identity of distributors from whom price cutters 
have purchased ‘Beech-Nut Brand’ products; and have thereafter refused 
to supply all such dealers with its products, whether such dealers were 
themselves cutting the suggested resale prices or were selling to dealers 
cutting the suggested resale prices; 

(i) Has within the time aforementioned maintained and does main- 
tain card records containing the names of thousands of jobbing, whole- 
sale and retail distributors, including the aforesaid selected distributors, 
and in furtherance of its refusals to sell goods either to distributors 
selling at less than the suggested resale price, or to distributors selling 
to other distributors selling at less than the suggested resale prices, has 
listed upon those cards bearing the names of such distributors, the words 
‘Undesirable—Price Cutters, ‘Do Not Sell’ or ‘D. N. S., the abbrevi- 
ation for ‘Do Not Sell’ or expressions of a like character, to indicate that 
the particular distributor was not, in the future, to be supplied with 
respondent’s goods on account of failure to maintain the aforesaid sug- 
gested resale prices or on account of failure to discontinue selling to 
dealers failing to maintain such suggested resale prices. When respondent 
has received er a weg assurances, statements, promises, and similar ex- 
pressions, as the case may be, by said distributors, respectively, which 
satisfy the respondent that such distributors will resell at the prices sug- 
gested by the respondent, and/or discontinue selling to distributors fail- 
ing to maintain the resale prices suggested by respondent, said respondent 
has issued instructions to ‘Clear the Record,’ or directions of similar im- 
port, notation of which is made on the cards, and has thereafter permitted 
shipments of its products to be made to such distributors; and such dis- 
tributors to whom shipments are thus allowed to go forward constitute 
the respondent’s list of so-called ‘selected’ jobbers, wholesalers and re- 
tailers, and no distributor is thus listed on such card records as one to 
whom goods are allowed to go forward who fails to maintain the resale 
prices suggested by respondent or sells to distributors failing to resell at 
such suggested prices; and when a jobber, wholesaler or retailer is re- 
ported as failing to maintain the suggested resale prices, and/or as 
selling to distributors who fail to maintain such suggested resale prices, 
and has been entered in the card records as one to whom shipments should 
not go forward, respondent notifies those jobbers, wholesalers and retailers 
who supply said distributor of this fact and also notifies its specialty 
salesmen, and gives similar notices to said jobbers, wholesalers and re- 
tailers and to its specialty salesmen when reinstatements are made in its 
said list of ‘selected’ jobbers, wholesalers and retailers.” 
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The Commission’s conclusion of law is: 


“That the methods of competition set forth in the foregoing findings 
are under the circumstances therein set forth unfair methods of competi- 
tion in interstate commerce in violation of the provisions of an Act of 
Congress approved September 26, 1914, entitled ‘An Act to create a 
Federal Trade Commission, to define its powers and duties, and for other 
purposes.’” 


June 80, 1919, the order under review issued as follows: 


“Now, Therefore, It is Ordered, that respondent, Beech-Nut Packing 
Company, its officers, directors, agents, servants and employees cease and 
desist from directly or indirectly recommending, requiring, or by any 
means bringing about the resale of Beech-Nut products by distributors, 
whether at wholesale or retail, according to any system of prices fixed or 


established by respondent, and more particularly by any or all of the fol- 
lowing means: 


1. Refusing to sell to any such distributors because of their failure 
to adhere to any such system of resale prices; 

2. Refusing to sell to any such distributors because of their having 
resold respondent’s said products to other distributors who have failed 
to adhere to any such system of resale prices; 

3. Securing or seeking to secure the cooperation of its distributors 
in maintaining or enforcing any such system of resale prices; 


4. Carrying out or causing others to carry out a resale price main- 
tenance policy by any other means.” 


The subject is one affecting the public generally and plainly 
within the jurisdiction of the Commission. The ground upon which 
the conclusion of law rests is that the method is unfair because it 
stifles competition and so restrains trade. The obvious purpose of 
the respondent is to prevent any competition as to the resale price 
between purchasers of its products. Such a method founded upon 
an agreement between a manufacturer and purchasers severally was 
held to be a violation of the Sherman Act in Dr. Miles Medical Co. 
v. Park § Sons Co., 220 U. S. 870. It is difficult to say why a 
different conclusion should be reached if the same result is attained 
by acquiescence and cooperation without express agreement between 
the manufacturer and his purchasers severally. Eastern States Re- 
tail. Lumber Association v. United States, 234 U. S. 600. But we 
understand the Supreme Court to hold in United States v. Colgate 
§ Co., 250 U. S. 800 [9 T. M. Rep. 229], that a similar but less 
drastic method of sale constitutes merely the exercise of a man’s 
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right to do what he will with his own and is not obnoxious to the 
Sherman Act. 

The facts as found by the Commission, being supported by 
testimony are conclusive, but the effect of them is a question of law 
to be expressed in a conclusion of law and the Commission so 
describes it. We do not see how this conclusion can be sustained in 
face of the decision in the Colgate case. The order is reversed. 


Manton, Circuit Judge (concurring): I concur in the result 
here announced and will state my reasons. 

In considering the cases which arise under the jurisdiction of 
the Federal Trade Commission, the distinction between the Clayton 
Act (July 2, 1890, Chap. 647, 26 Stat. 209) [sic. S/B 38 Stat. 
730] and the act which creates and defines the jurisdiction and 
duties of the Federal Trade Commission (Act of Congress, Sept. 
26, 1914; Chap. 315, Sec. 5, 38 Stat. 719), must be kept in mind. 
The purposes of the Clayton Act and of the Federal Trade Com- 
mission Act are different. The Clayton Act is intended for the 
prohibition of contracts and combinations in restraint of trade 
which are of sufficient force of oppression or coercion as amount 
to a monopoly or trust. In order for the Government to succeed 
in an equity or criminal action, or for a private litigant to succeed, 
where he seeks damages as a result of such alleged trust or com- 
bination, each must successfully bear the burden of establishing a 
combination which restrains trade. No such obligation is imposed 
upon the Federal Trade Commission before its order may issue 
requiring an individual, partnership or corporation engaged in 
commerce to desist from a practice which might lead eventually to 
an unlawful trust or combination which would be in restraint of 
trade. Section 5 of the Federal Trade Act prohibts unfair methods 
of competition in commerce, declaring them unlawful. This act 
forbids all unfair methods of competition. It does not define what 
is unfair competition, but leaves that to the Commission for de- 
termination. Section 5 provides that the Commission is empowered 
and directed to prevent persons, partnerships or corporations, ex- 
cept banks, and common carriers subject to the acts to regulate 
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commerce, from using unfair methods of competition in commerce. 
It will thus be observed that there is no restriction or qualification 
to the powers thus conferred, but the method of commerce must be 
unfair. 

This legislation appears to be analogous to that provided for in 
the creation of the Interstate Commerce Commission. The Inter- 
state Commerce Act conferred the powers upon the Commission to 
enforce any order or orders provided in the Act, that it might issue, 
and it gives to the Interstate Commerce Commission the power to 
issue an order to cease and desist a violation. (B. & O. R. Co. v. 
Pitcairn Coal Co., 215 U. S. 481.) The Interstate Commerce Com- 
mission was created for the purpose of receiving and correcting any 
abuse or injustice perpetrated upon shippers by railroads or in- 
justice to the railroads. What were reasonable rates was to be 
determined by the Commission. It was held by the Supreme Court, 
with respect to enjoining or setting aside the orders of the Com- 
mission by the federal courts, that authority of the courts, in re- 
viewing their determination, was confined to whether there had 
been violations of the Constitution or of the power conferred by 
statute or any exercise of power so arbitrary as to virtually tran- 
scend the authority conferred. (Kansas City Ry. Co. v. United 
States, 231 U. S. 423; Interstate Commerce Comm. v. L. & N. Ry. 
Co., 227 U. S. 88.) The Federal Trade Commission Act provides 
that when an order is made and it is based upon a finding of unfair 
competition supported by evidence, it is conclusive upon the courts, 
and this court so held in Gratz v. Federal Trade Commission (258 
Fed. Rep. 314 [9 T. M. Rep. 409]). 

In my opinion, Congress had in mind, in this legislation, the 
prevention of acts which amount to unfair competition at their very 
inception. In this manner, the anti-trust law was supplemented. 
To make successful either a criminal prosecution or other liability 
under the Clayton Act, it is necessary to find that a trust or mo- 
nopoly is created which restrains trade. One act which may be an 
act of unfair competition may, of itself, restrain trade and may do 
damage to a complainant. The Federal Trade Commission Act was 
intended to reach such an unfair business method where the anti- 
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trust law could not do so. Of course, if all unfair acts were dealt 
with by the Federal Trade Commission, there would be no mo- 
nopoly or trust created. It was intended by Sec. 5 of the Act to 
prevent practices or methods of business unfair to the public which, 
if not prevented, would grow and create monopolies, and thus re- 
strain and lessen competition. In the case of Dr. Miles Medical 
Co. v. Park §& Son (220 U. S. 878), the Supreme Court held that 
where the defendant successfully prevented competition to the in- 
jury of the plaintiff, by fixing resale prices between purchasers of 
the products of the defendant, this amounted to a restraint of trade 
and relief was granted in an action under the Clayton Act. The 
only difference between the price fixing of the Dr. Miles case and 
the price fixing in the “Beech-Nut Merchandising Policy,” which 
the Federal Trade Commission in the case at bar has found offensive 
as an unfair method of competition, is that in the former case there 
was an agreement in writing provided for, while in the latter, the 
success or failure of the plan depended upon a tacit understanding 
with the purchasers and prospective purchasers. It is difficult to 
see any difference between a written agreement and a tacit under- 
standing. In each case, if the agreement, written or unwritten, is 
not lived up to, it means that the prospective purchaser could not 
buy or obtain the goods he wished. This may of itself create a 
restraint of trade. In the case of Boston Store v. American 
Graphophone Co. (246 U. S. 8 [9 T. M. Rep. 281]) speaking of 
the Dr. Miles case, the court said: 
“It was decided that under the general law the owner of movables 
(in that case, proprietary medicines compounded by a secret formula) 
could not sell the movables and lawfully by contract fix a price at which 
the product should afterwards be sold, because to do so would be at one 
and the same time to sell and retain, to part with and yet to hold, to pro- 
ject the will of the seller so as to cause it to control the movable parted 
with when it was not subject to his will because owned by another, and 
thus to make the will of the seller unwarrantedly take the place of the 
law of the land as to such movables. It was decided that the power to 
make the limitation as to price for the future could not be exerted con- 


sistently with the prohibitions against restraint of trade and monopoly con- 
tained in the Anti-Trust Law.” (pp. 20-1.) 


In the plan of the petitioner herein called a “suggestion,” 
which in truth is a tacit understanding, to do precisely what was 
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done in the Dr. Miles case, disobedience of the “suggestion” would 
result in a failure to be able to buy further from the petitioner. It 
has been held that the trader or manufacturer who carries on an en- 
tirely private business may sell to whom he pleases. (U. S. v. 
Trans.-Missouri Freight Assn., 166 U. S. 290.) And this case was 
approved in United States v. Colgate (250 U. S. 300 [9 T. M. Rep. 
229]). However, in the Colgate case, the court dealt solely with 
the purpose of the Anti-Trust Act in its prohibition of monopolies, 
contracts and combinations which interfere with the free exercise 
of the rights of a merchant to engage in trade and commerce. The 
court said that in the absence of any purpose to create or maintain 
a monopoly, the Act does not restrict the right of a trader or manu- 
facturer, engaged in an entirely private business, freely to exercise 
his own independent discretion as to the parties with whom he will 
deal. It distinguishes the Dr. Miles case for the reason that it 
was found in this case there existed an unlawful combination which 
was affected through contracts which undertook to prevent dealers 
from freely exercising the right to sell. Referring to the facts in 
the Colgate case, the court said: 


“Considering all said in the opinion’ (notwithstanding some serious 
doubts), we are unable to accept the construction placed upon it by the 
Government. We cannot, e. g., wholly disregard the statement that ‘the 
retailer, after buying, could, if he chose, give away his purchase or sell 
it at any price he saw fit, or not sell it at all, his course in these respects 
being affected only by the fact that he might by his action incur the dis- 
pleasure of the manufacturer who could refuse to make further sales to 
him, as he had the undoubted right to do. And we must conclude that, 
as interpreted below, the indictment does not charge Colgate & Company 
with selling its products to dealers under agreements which obligated the 
latter not to resell except at prices fixed by the company.” 


In view of this recent pronouncement in the Colgate case and 
even accepting the finding of facts of the Commission, I think we 
are forced to the conclusion that the acts found and charged in the 
method of doing business under the “Beech-Nut Merchandising 
Policy” are not unfair methods of competition and that therefore, 
this court must hold, as a matter of law, that the Commission ex- 
ceeded its power in making the order appealed from. 


? Opinion below. 
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New Jersey Assestos Company v. Feperat Trape Commission. 
United States Circuit Court of Appeals for the Second Circuit 
February 26, 1920 


Unrain ComMpPeTITION—ENTERTAINING Employees oF CusToMERS—J URISDIC- 

TION OF Feperat Trapve ComMIssion. 

Where a manufacturer paid for the entertainment of the em- 
ployees of its customers, this did not constitute such fraud upon the 
purchasers of its goods as to bring the practice within the jurisdiction 
of the Federal Trade Commission. 


Original petition to review an order of the Federal Trade Com- 
mission. Order reversed. 


Before Warp, Rocers and Manton, Circuit Judges. 


Warp, Circuit Judge: January 6, 1919, the Federal Trade 
Commission issued a complaint against the New Jersey Asbestos 
Company under Sec. 5 of the Act of September 6, 1914, entitled 
“An Act to create a Federal Trade Commission, to define its powers 
and duties and for other purposes,” alleging that the company had 
during the year 1918 been giving to employees of its customers and 
prospective customers liquors, cigars, meals, theatre tickets, valu- 
able presents and sums of money and entertainments to induce them 
to influence their employers to purchase the company’s products 
and that a proceeding by the Commission in respect thereof would 
be to the interest of the public. 

The company filed an answer admitting that it is engaged in 
interstate as well as intrastate business and that it had paid rea- 
sonable amounts in furnishing entertainments to employees of cus- 
tomers, and as incidental to such entertainment had supplied 
liquors, cigars, meals and theatre tickets, but denying that this was 
done for the purpose of inducing them to influence their employers 
to buy its goods and especially denying that it ever gave them valu- 
able presents or sums of money. 

The charge of giving valuable presents and sums of money has 
been abandoned by the Commission. 
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May 27, 1919, the Commission filed its report and two findings 
of fact and its conclusion of law as follows: 


“First: That the respondent, the New Jersey Asbestos Company, is 
a corporation, organized, existing and doing business under and by virtue 
of the laws of the State of New Jersey, having its principal office and 
place of business at the City of New York, in the State of New York, and 
is now, and for more than one year last past has been, engaged in manu- 
facturing and selling engine packings composed of asbestos, metal and 
asbestos, flax, wood-fibre and kindred products, throughout the States and 
Territories of the United States, and that at all times hereinafter men- 
tioned, the respondent has carried on and conducted such business in 
direct competition with other persons, firms, copartnerships and corpora- 
tions manufacturing and selling like products. 

“Second: That said respondent, The New Jersey Asbestos Company, 
in the course of its business of manufacturing and selling engine packings 
composed of asbestos, metal and asbestos, flax, wood-fibre and kindred 
products, throughout the States and Territories of the United States, for 
more than one year last past has been lavishly giving gratuities, such as 
liquor, cigars, meals, theatre tickets and entertainments to employees of 
customers as an inducement to influence their employers to purchase or to 
contract to purchase from the said respondent, The New Jersey Asbestos 
Company, engine packings composed of asbestos, metal and asbestos, flax, 
wood-fibre and kindred products, without other consideration therefor. 


Conclusion 
“That the methods set forth in the foregoing findings of fact, under 
all the circumstances therein set forth, are unfair methods of competition 
in violation of the provisions of Section 5 of the Act of Congress, ap- 
proved September 26, 1914, entitled ‘An Act to create a Federal Trade 
Commission, to define its powers and duties, and for other purposes.’ ” 


The findings of fact being mere conclusions it is necessary to 
examine the evidence to see whether they are supported by any 
testimony or not. It shows that the officers of the company in the 
year 1918 did entertain at the company’s expense both customers 
and employees of customers; and that the salesmen down to May 
1st were employed on a salary or on a salary and commission basis 
and were allowed to charge in their monthly accounts reasonable 
lump sums for entertainments. After May Ist they were on a 
commission basis only and any entertainment given by them was 
given at their own expense. 

We have held in the Gratz case, 258 Fed. Rep. 314 [9 T. M. 
Rep. 409], that only unfair practices which affect the public, as 
distinguished from individuals, are within the jurisdiction of the 
Commission. We take judicial notice of the fact that the method 











162 TEN TRADE-MARK REPORTER 


of entertainment found to be unfair has been an incident of busi- 
ness from time immemorial. It is recognized by Art. 133 of the 
regulations covering the assessment of income tax promulgated 
January 2, 1918, as follows: 

“Spending Money. So-called spending or treating money, if actually 
advanced by corporations to their traveling salesmen to be used by them 
as a part of the expenses incident to selling the product of such corpora- 
tions, is an allowable deduction in a return of income by such corpora- 
tions. The deduction of such expenditures is conditioned upon a satis- 
factory showing that all the allowance claimed as a deduction was actually 
expended for and was an ordinary and usual expense incurred in selling 
the product or merchandise of the corporation.” 

The payment of money or the giving of valuable presents to an 
employee to induce him to influence his employer to make a contract 
of purchase is a fraud justifying the discharge of the employee 
within his contract of service and perhaps the recovery by the pur- 
chaser of the amount or value of such inducement from the seller 
upon the theory that it must have been included in the price. But 
even in such a case we think it would be a matter between indi- 
viduals and not one so affecting the public as to be within the juris- 
diction of the Commission under our decision in the Gratz case. 
However, it stretches theory to the breaking point to suppose that 
the entertainment expenses found unfair in this case constitute 
fraud practiced by the respondent and by the employees on the 
purchasers of the respondent’s goods. It is difficult to conceive 
that the purchaser would have a right to recover the amount of 
such entertainment as a part of the price paid for the goods bought 
or that he would have a right to discharge the employee within the 
term of his service on this ground. So broad a construction of the 
statute would bring within the disposition of the Commission a vast 
number of subjects and controversies which in their nature belong 
to the legislative and judicial departments of the government. For 
instance, advertising is a method of selling goods which without in- 
creasing their merits increases their cost; and so does securing 
servants of competitors by paying them higher wages, though we 
suppose no one would say the Act gives the Commission a right 
to regulate these matters. 
The order is reversed. 
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Wetcu Grape Juice Co. v. Frey & Son, Inc. 
(261 Fed. Rep. 68) 


United States Circuit Court of Appeals, Fourth Circuit 
July 16, 1919 


Unrairn Competition—Price MAINTENANCE. 

The refusal of a manufacturer to sell to jobbers who resold at less 
than the prices fixed by the manufacturer held not to be an infringe- 
ment of the federal statutes forbidding combinations and discrimina- 
tions in restraint of trade. 


Upon a judgment for plaintiff defendant brings error to the 
District Court of the United States for the District of Maryland. 
Reversed. 


Charles P. Spooner, of New York City (John Hinkley, of 
Baltimore, Md., on the brief), for plaintiff in error. 
Horace T. Smith and Charles Markell, both of Baltimore, Md. 
(Daniel W. Baker, of Washington, D. C., on the brief), 

for defendant in error. 


Before Prircuarp, Knapp, and Woops, Circuit Judges. 


Woops, Circuit Judge: In this action for damages under the 
federal statutes forbidding combinations and discriminations in re- 
straint of trade, on the first trial the verdict was for the defendant. 
The judgment was reversed for error in the admission of testimony. 
240 Fed. 114, 1538 C. C. A. 150. The case is here again on a writ 
of error from a judgment on the second trial in favor of the plain- 
tiff. 

The vital question on which all others turn is whether the testi- 
mony, viewed most favorably to plaintiff, tended to prove an un- 
lawful combination or unlawful discrimination against the plaintiff, 
to which defendant was a party. The facts differ in no essential 
particular from those in the case of Cudahy Packing Co. v. Frey & 
Son, 261 Fed. 65, — C. C. A. — [9 T. M. Rep. 367], decided this 
day, and for the reasons stated in the opinion in that case the 
judgment must be reversed. 
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Harvey Hvusse.t, Inc., v. GENERAL Evectric Co., ET AL. 
(262 Fed. Rep. 155) 


District Court of the United States, Southern District of New York 
October 20, 1919 


1. Unram Competirion—Imrratinc Srrucrurat E.Lements—Monopory 
or DIMENSIONS. 

Plaintiff, a manufacturer of electrical appliances, who had built 
up a large business in certain devices, could not prevent a competitor 
from entering the market with similar devices constructed upon the 
same dimensions and made to interfit and interchange with plaintiff’s. 
In the absence of protection by patent or identification by trade-name, 
plaintiff had no exclusive right to manufacture devices of particular 
proportions and measurements. 

2. Unram Competrrion—Imiratinc Puysicat CHaracteristics—Goops 

DistincTIvVELY MarkeEp. 

Where plaintiff alleged unfair competition on the ground that 
defendants had copied the physical characteristics of its devices, but 
the evidence showed the goods of both plaintiff and defendants to be 
marked so as to be readily identified by the trade, the charge could 
not be sustained. 


Suit in equity. Decree for defendants. 


Everett N. Curtis, of New York City, and W. Clyde Jones, of 
Chicago, IIl., for plaintiff. 

Frederick P. Fish, Samuel Owen Edmonds, and Hubert How- 
son, all of New York City, for defendants. 


‘ 


Manton, Circuit Judge: This bill in equity seeks relief for 
an alleged invasion of property rights and unfair competition in 
trade, said to result from the manufacture and sale by some of the 
defendants named of separable attachment plugs and receptacles. 
It is claimed that some plugs and receptacles, sold by some of the 
defendants named, correspond in make and fit with devices pro- 
duced by the plaintiff. 

Two causes of action are alleged in the pleadings and were 
urged upon the trial: 

First. That the plaintiff, by its energy, industry, and expendi- 
ture of large sums of money throughout a period of ten years prior 
to the filing of the bill, established and built up a system of doing 
business, constituting a service to its customers, which resulted in 
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good-will and business, and the plaintiff now claims that, thus creat- 
ing a system of service, it has a property right which a court of 
equity should protect from the invasion of other manufacturers. 

Second. That the defendants have copied the distinctive ap- 
pearances of plaintiff's goods and have placed them upon the 
market in such a way and by such devices as are calculated to de- 
ceive innocent purchasers, and that by reason thereof they are 
guilty of unfair trade. 

As to the first cause of action, the plaintiff contends that the 
defendants the General Electric Company and the Bryant Electric 
Company, and some selling agents named as defendants, have united 
in a plan of action or scheme to appropriate the Hubbell system, 
so-called, in violation of the plaintiff’s property rights, and that the 
defendants have entered the market in competition with the plain- 
tiff with a series of devices, plugs, and receptacles, so constructing 
them as to use the arbitrary dimensions of the interfitting parts, as 
to interfit and interchange with the plaintiff's devices, thereby inter- 
fering with its system and property right, said to be secured to it, 
with the result that there has been diverted from the plaintiff re- 
curring sales to which it is entitled as a result of the good-will and 
business it has established. 

The defendants present the issue by a denial of the existence 
of such a right as claimed, and further urge that there is no such 
similarity of construction or of the method of carrying on their 
business as to warrant the claim of unfair trade. The principal 
controversy is over the use by the defendant General Electric Com- 
pany, and the other manufacturers, of parallel contact-making mem- 
bers of the same dimensions and spacing as those characterizing the 
contact-making members produced by the plaintiff. The defend- 
ants admit that they have used the same dimensions and spacing as 
used by the plaintiff, but contend that this was done in a necessity 
for and an honest effort to standardize these devices for the benefit 
of the trade and public, and with no intent to cause any unfair 
trade to the plaintiff. Concededly, the result is that the defend- 
ants’ devices are interchangeable with plaintiff’s line of devices, 
such, at least, as employ the parallel form of contact. 
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The first cause of action alleged presents the question: Has 
the plaintiff such a property right in a system of service which a 
court of equity should protect? 

The General Electric Company produces a line of devices 
known in the trade as “G. E. Standard;” the Bryant Electric Com- 
pany produces a line known as the “Spartan”; and, throughout the 
trial, comparison as to the shape, form, and manufacture was made 
between plaintiff's line and the lines of these two defendants. 
Plaintiff has sold to the public millions of these two-part coacting 
devices, and its line has found its place in hundreds of thousands of 
apartment houses, office buildings, and living quarters throughout 
the country. This was accomplished by plaintiff receiving a fair 
profit for its receptacles, and, as it says, a larger profit for caps 
which coact with these receptacles. Thus the plaintiff claims it 
has sustained great damage to its business. 

The evidence in the case shows that separable plugs have been 
known and were in use prior to 1904. The earliest example of this 
form was the Weston plug, made under the Weston patent, No. 
480,900, granted August 16, 1892. It was on the market for a 
number of years. The terminals on the plug base appear to be the 
same as the Hubbell plug No. 5915. The cap, to the binding 
screws of which the conductor is screwed, is separable from the 
body, thus enabling the body to be screwed into the socket or re- 
ceptacle and the circuit completed by inserting the cap in the body 
by a straight thrust, thus avoiding twisting the conductor. 

Another separable plug, put on the market in 1897 and sold 
since in substantial quantities, illustrates the terminal characteris- 
tics of the Hubbell plug No. 5915, and the sleeve contacts in the 
Hubbell early plugs. This, too, had a separable cap with coacting 
contacts. 

The General Electric plugs were of the same construction as 
the Hubbell No. 5915, except that in the latter the pin and sleeve 
contacts were replaced by a flat and knife blade contacts; and there 
is sufficient evidence to justify the claim of the defendant that the 
separable caps and flat knife blade contacts, arranged in parallel 
relation and receptacles and sockets adapted therefor, were in 
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common use as early as 1886. Of this the Ft. Wayne sockets, re- 
ceptacles, and plugs were typical. They were manufactured by the 
Ft. Wayne Jenney Electric Company. It thus appears that 
separable parts were united by thrusting the knife blade contacts 
into the locking contact springs of the receptacle as is done today 
in the case of both the plaintiff’s and defendants’ devices. The Ft. 
Wayne devices were superseded by devices having the terminal 
styles of the screw ring and bottom plate type. Then followed the 
novelty plug receptacle, where the contacts were of the pin and 
sleeve type. 

In 1903 came the interchangeable plug receptacle. The 
Bryant Electric Company brought out one having a flush surface 
receptacle, as illustrated in their catalogue of 1902, at pages 60, 
61. This provided for the fitting of the plugs or caps interchange- 
ably into any of the receptacles of the line. 

In 1904 Hubbell brought out his separable or detachable caps, 
thus permitting the cord to be connected to the body without twist- 
ing, and permitting an interchange with a line of receptacles; but 
at this time there were already out for public use, both the pin and 
sleeve form and the flat knife blade form. The blades were ar- 
ranged in both tandem relation as well as parallel relation. At this 
time, undoubtedly, the favorable form was to provide for the con- 
nection to be made by thrusting rather than turning. About this 
time there came into vogue the more frequent use of the electric fan, 
heating and cooking devices, hair curlers and irons, as well as other 
devices where electricity was used. 

In 1906 the Benjamin Electric Company brought out a small 
non-separable swivel plug, which was customarily used. Plaintiff 
brought out five different types of contacts. Thus the different 
types of contacts became more diversified, and there was, therefore, 
no unit of that line interchangeable with a similar unit of any of 
the complete lines. The plaintiff has established its line of inter- 
changeability, so far as its caps and sockets and receptacles were 
concerned. The defendant General Electric Company had estab- 
lished its own line, providing for a merchanical interlocking be- 
tween the male and female contacts, having the contact dependent 
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upon friction, and with the flat knife blade form, such as is illus- 
trated in the Ft. Wayne plug. The Bryant Electric Company 
brought its line of surface plug receptacles and its Chapman re- 
ceptacle. 

Hubbell adhered to the pin and sleeve form of contact, and 
provided pins with necks or depressions to effect the locking en- 
gagement with the female contacts, and concealing its female con- 
tacts. Presumably, the insulation of the plug body covered the 
ends of these contacts, to guard against short circuits. Hubbell 
produced the knife blade contacts after 1904, and then employed 
the blade contacts down to the commencement of this suit. It 
changed its contacts from the turning form to the thrusting form. 
The plaintiff did this under the protection of its own patents, Nos. 
774,250 and 774,251, and also claimed protection under the Western 
patent, No. 480,900. It has a license under the latter patent. 
Thereafter the plaintiff placed upon the market a smaller size and 
less costly plug designed in several types, and in 1912 it brought 
out its parallel blade cap No. 5915, which is in issue in this case. 
This provides parallel arrangement of blades and slots, such as are 
found in the General Electric plug, “G. E. 062.” The cap of Hub- 
bell’s No. 5915 is interchangeable with the cap of “G. E. 062” plug, 
and fits into the body of the latter with serviceable contact. 

In 1914 both tandem bladed caps and parallel bladed caps 
with receptacles with double contacts, so as to coact with caps of 
either sort, were brought out. There was then provided the four- 
window construction of receptacle, having two tandem slots and 
two parallel slots. This was protected by the Burton patent, No. 
1,169,618. In October, 1914, plaintiff brought out the “double T” 
or “T-T” form of receptacle. In 1916 the plaintiff brought out 
coacting plug-caps having blades arranged at right angles. These 
would coact with T-T slots, as would the Hubbell tandem blade 
caps. 

In 1915 it is estimated that eighty-five or ninety per cent. of 
the business was being done by the plaintiff, the General Electric 
Company, the Bryant Electric Company, and four other concerns, 
who were licensees of the General Electric Company and the Bry- 
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ant Electric Company. There were other companies in the field 
doing the balance of the business. There were from fifteen to 
twenty different types of blades, and from fifteen to thirty different 
types of receptacles. The line of each was not interchangeable 
with a competing line. The Hubbell Company was producing and 
disposing of the larger proportion caps and receptacles. 

Then it was that the defendants claim there was public demand 
for standardization. Undoubtedly, it was costly to the public to 
have non-interchangeable plugs, caps, and receptacles. There was 
a need for standardization, as is best illustrated by the activities of 
the International Electric Light Association. The manufacturers, 
including the plaintiff, entered into a conference, and discussion was 
had as to the method of standardization. Plaintiff rebelled against 
standardization, using its type of cap and receptacle with the di- 
mensions as, it says, arbitrarily selected by it for the manufacture 
of its line. With the plaintiff refusing to standardize, the defend- 
ants selected its dimensions and method of contact, and standard- 
ized upon the plaintiff's type of blade. 

Plaintiff had sold, at this time, approximately 13,000,000 re- 
ceptacles and plug bases having tandem slots; also approximately 
18,000,000 tandem blade caps adapted to coact with those recep- 
tacles and bases, and had sold nearly 1,250,000 receptacles and 
plug bases having parallel slots, and an equal number of parallel 
blade caps adapted for coaction therewith. In this it was easily the 
first (in numbers) in putting in public use a single type of plug or 
receptacle. Most of the plaintiff's tandem and parallel devices 
were in actual use in 1915. For this reason, and because the public 
had so largely invested in caps and plugs of this type, defendants say 
that they felt the obligation to standardize upon the Hubell caps; 
and the defendants contend that they have adopted a noninfringing 
construction which the public might use interchangeably with plain- 
tiff’s, because they employ the same dimensions and spacing of the 
contact. 

There is no question of infringement of patent involved in this 
issue. As a result, eighty-five per cent. of the production of the 
country is now interchangeable. The defendants’ caps and plugs 
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are plainly marked, so that any reasonably intelligent purchaser 
can easily discern the type of plug he purchases. The marks are 
plain and unmistakable. 

Under these facts, I am of the opinion that plaintiff has no 
exclusive right to manufacture caps and receptacles of these di- 
mensions and spacing of contacts. Its competitors should have the 
right to make plugs and receptacles with contacts of any size and 
shape they desire, even if by so doing it will permit of an inter- 
changeability with the Hubbell line. If the plaintiff had popular- 
ized some unnecessary and purely nonfunctional features of its 
productions, these could not be appropriated without its consent. 
If it had secured a trade-name, such as “Hubbell’s,” it could not be 
appropriated, or if it was protected by valid patents it would be 
entitled to immunity from infringement. These are not the rights 
which are here sought to be enforced. The plaintiff asserts a 
common-law property right, and on what it claims to be the best 
dimensions for the purpose in the spacing of the contacts. 

In Marvel Co. v. Pearl et al., 188 Fed. 160, 66 C. C. A. 226, 
it was said: 


: “In the absence of protection by patent, no person can monopolize or 
appropriate to the exclusion of others elements of mechanical construction 
which are essential to the successful practical operation of a manufacture, 
or which primarily serve to promote its efficiency for the purpose to which 
it is devoted. Unfair competition is not established by proof of similarity 
in form, dimensions, or general appearance alone. Where such similarity 
consists in constructions common to or characteristic of the articles in 
question, and especially where it appears to result from an effort to 
comply with the physical requirements essential to commercial success, and 
not to be designed to misrepresent the origin of such articles, the doctrine 
of unfair competition cannot be successfully invoked to abridge the free- 
dom of trade competition. The enforcement of such a claim would permit 
unfair appropriation, and deny the exercise of the right of fair competi- 
tion.” 133 Fed. 161, 162, 66 C. C. A. 227. 


In Meccano v. John Wanamaker, New York, 250 Fed. 450, 
452, 162 C. C. A. 250, 522 [8 T. M. Rep. 321], Judge Ward, 


speaking for the Circuit Court of Appeals, said, where a somewhat 
similar claim to that now advanced by the plaintiff was made: 
“The complainant cannot obtain a monopoly for all time of perforated 


plates of the lengths having equidistant holes and crags amg spaces which 
it first used. These are functional features of the units of construction, 
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which any one is at liberty to use. Of course, it cannot claim a monopoly 
of constructing the particular models or toys which it has made, as, for 
example, wheelbarrows, bridges, cranes, Ferris wheels, trucks, etc. Assum- 
ing that the public associates plates of this description with the complain- 
ant as a source, and that there is likely to be confusion of similarity of the 
outfits, it is a question whether it is entitled, within the decision of the 
Supreme Court in Singer Co. June, 163 U. S. 169, 16 Sup. Ct. 1002, 41 L. 
Ed. 118, to more protection than that outfits made by others should be 
advertised and sold as the product of the makers, under names and in 
packages which do not simulate the complainant’s. This is true of the 
outfits which the defendant sells. The name of the complainant’s is ‘Mec- 
cano,’ and of those sold by the defendant ‘American Model Builder.” They 
are advertised as made by the American Mechanical Toy Company, and 
sold in dissimilar packages. So, in the nature of things, the constructing 
elements and the things constructed being the same, the plates illustrating 
them and the instructions contained in the manuals furnished with the two 
outfits must be more or less alike. All that should be required of other 
makers is to do independent work.” 


No court has ever gone to the extent of permitting the estab- 
lishment of a monopoly of proportions or measurements, in the ab- 
sence of some patent protection. To do so would be practically to 
engross the particular business. Distinguishing marks may be 
adopted to denote the origin of production, or some peculiar method 
of distinguishing goods, and thus secure the benefit of good reputa- 
tion which it has acquired from such use or practice. The public 
have the right to make separable plugs, and, from the nature of the 
requirements, they must have a resemblance in form, dimensions, 
and appearance. No one should have the exclusive privilege of 
selecting measurements, even though arbitrarily selected, and thus 
establish a particular spacing of the contacts to the exclusion of 
others. To do so would be to stifle competition. 

The plaintiff here does not rest upon the adoption of special 
characteristics of any kind, but of features which pertain to the 
article made and sold. Nor is this in conflict with the now well- 
established rule that, if an article has a leading and striking char- 
acteristic, which characteristic is designedly given by its maker, and 
advertised and exploited, and afterward recognized, particularly 
by purchasers, because of such characteristic, the right to make and 
use the characteristic can be protected by an action, if an imitation 
is perpetrated. This rule finds its support in what is referred to 
in the cases as nonfunctional unfair competition. It presupposes 
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that the appearance of the article, like its descriptive title, has a 
secondary meaning and has been associated in the public mind with 
the first comer as a manufacturer or source, and if a second comer 
imitates the article exactly, so that the public will believe his goods 
have come from the first and will buy, in part at least, because of 
that deception, the court will enjoin the second comer. Crescent 
Tool Co. v .Kilborn & Bishop Co., 247 Fed. 299, 159 C. C. A. 398 
[8 T. M. Rep. 177]. In this case it was said: 


“The defendant has as much right to copy the ‘nonfunctional’ features 
of the article as any others, so long as they have not become associated 
with the plaintiff as manufacturer or source. The critical question of 
fact at the outset always is whether the public is moved in any degree to 
buy the article because of its source and what are the features by which it 
distinguishes that source.” 


The authorities relied upon by the plaintiff are not in conflict 
with these views. 

In International News Co. v. Associated Press, 248 U. S. 281, 
39 Sup. Ct. 68, 68 L. Ed. 211, 2 A. L. R. 293 [9 T. M. Rep. 15], 
the conceded evidence which caused the court to grant its protection 
indicated that the defendant’s act amounted to fraud and bribery. 
The Supreme Court stated that the complainant had a property 
right in the news which it secured in the conduct of its business, 
and restrained the defendant from bribing the employees of the com- 
plainant to release the news to the defendant. There is no question 
of fraud, or palming off by the defendants in this issue, nor is there 
any claim of deception advanced upon this theory of the case. 

In the case of Searchlight Gas Co. v. Prest-O-Lite Co., 215 
Fed. 692, 131 C. C. A. 626 [4 T. M. Rep. 278], mainly relied upon 
by the plaintiff, the complainant had established a system of service 
in the sale of its Prest-O-Lite tanks with the right of having them 
refilled; that is, a new tank filled and given in exchange for the old, 
at the price alone of acetylene gas. The purchase included the 
right to return the old tank. There the defendant, with what the 
court found to be fraudulent intent, sold similar tanks and merely 
removed the paper sticker from over the Prest-O-Lite name, and 
turned the misused tank back to the plaintiff, thus using the plain- 
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tiff’s tanks and selling the defendant’s gas. The plaintiff there re- 
paired, at its expense, the tank which had been used by the defend- 
ant, and by which method defendant secured profits. It was a 
fraudulent and deceitful practice, and the court enjoined its con- 
tinuance. The court, by injunction, simply required the defend- 
ants to sell their products under their own name, and did not enjoin 
anything other than the fraud which was perpetrated. The defend- 
ant there was permitted to sell, using its own Prest-O-Lite tanks 
and its gas with proper labels. This was far from granting im- 
munity from competition. 

In Fonotipia Co. v. Bradley (C. C.) 171 Fed. 951, the plaintiff 
had gone to great expense in preparing musical records of the voices 
of great artists, and from these produced the commercial records 
which were sold to the public. The defendant simply copied copies 
of the original records and put them on the market, advertising that 
they were all duplicates of the original records made by the artists. 
This was a fraud and deception, and was enjoined. 

In the so-called scalper ticket cases (Nashville Ry. Co. v. Me- 
Connell [C. C.] 82 Fed. 65; Illinois Central v. Caffrey [C. C.] 
128 Fed. 770; Penn. Co. v. Bay, 150 Fed. 770) nontransferable 
railway tickets were sold. They were sold, and the transferee went 
before the validating agent, had them validated, and sold the tickets. 
An injunction was granted against the ticket sellers’ continuation of 
this business method (scalpers). These cases had all the elements 
of fraud and deceit. The conductors accepted the fraudulently re- 
sold tickets, and were deceived in the belief that the passenger, 
who had a contract as an original vendee, was exercising his right 
under his contract of carriage. Because they were return tickets, 
they were sold at a reduced rate, and the railroad company was 
thus cheated out of the full and regular fare. 

In the trading stamp cases (Sperry § Hutchison Co. v. Me- 
chanics’ Clothing Co. [C. C.] 128 Fed. 800; Same v. Temple [C. C.] 
137 Fed. 992; Same v. Louis Weber, 161 Fed. 219) there was a de- 
liberate interference with a special contract made between the plain- 
tiff and stores which were giving the trading stamps to their cus- 
tomers. The defendants deliberately sought to induce the merch- 
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ants to break their contract, and the court held them to be guilty of 
fraud, saying that by their advertisement they deceived the public. 
An injunction was granted because there was unfair and fraudulent 
interference with the contracts and the property protected by the 
contracts. 

The record of the case under consideration discloses no palm- 
ing off of goods or attempt thereto. Nor does it indicate that by 
advertising or otherwise did the plaintiff retain any property right 
in the caps or receptacle when sold. There was nothing in the 
nature of a mere licensee in the sale. It was an absolute exchange 
of the commodity for the money received, and the vendee acquired 
absolute property rights in the articles which he purchased, unre- 
stricted in any way. Nor can I find from the record that the caps 
or receptacles were sold from their appearance alone. Indeed, the 
distinguishing features are said to be in the concealed contact slots 
and nicked edge blades. These are recognized in the trade as the 
main characteristics of the various devices of the plaintiff, and by 
such they are recognized and distinguished from competing devices, 
and therefore a means of identification of plaintiff's production. 

I conclude, therefore, that plaintiff has no common-law prop- 
erty right, as it claims to have, and it cannot succeed in its position 
on this branch of the case. 

Unfair competition is alleged as against the defendants in 
copying the physical characteristics of some ten of Hubbell’s de- 
vices. They are as follows: 

(1) The Hubbell hemispherical cap with knurled edge and 
base with nickeled sleeve. 

(2) Hemispherical brass-covered cap. 

(3) Elongated cap. 

(4) Cord connector. © 

(5) Motor plug with cylindrical cap. 

(6) Brass-covered chandelier plugs. 

(7) Cylindrical lamp receptacle. 

(8) Flush receptacles with black centers and brass plate. 

(9) The use of the word “Duplex.” 

(10) The use of the word “Standard.” 
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The caps and receptacles are sold largely to jobbers and men 
who are familiar with the trade. Each manufacturer has plainly 
visible his trade-name, so that it is easy for a purchaser to tell 
which he is buying. Hubbell has a distinctive characteristic, as 
pointed out, which the trade all know. I have examined carefully 
the physical exhibits which are involved in each of the above ten 
claims, where it is said defendants have copied the devices of the 
plaintiff. Without dealing with each specifically here, I am satis- 
fied that there is no such palming off or even copying of the physical 
exhibits as to present an actionable wrong. There is no such copy- 
ing of lines. The plaintiff, in all its advertisements, made plain 
the distinguishing characteristics of its plug. I find nothing which 
would warrant an interference by a court of equity because pur- 
chasers have been deceived or plaintiff’s rights infringed. Shred- 
ded Wheat Co. v. Humphrey Cornell Co., 250 Fed. 960, 163 C. C. 
A. 210. 

For these reasons, a decree will be granted to the defendants. 


McILtHENNY Company Vv. JoHN Sexton & Co. 


United States District Court, Northern District of Illinois, 
Eastern Division 


March 2, 1920 


Trape-Marxs—GeocraPHicat Terms—“Tasasco.” 
The word “Tabasco” in “Tabasco Sauce” held not to be employed 
in a geographical sense, but in a fictitious manner, to indicate owner- 
ship and origin, without regard to location. 


Suit based upon alleged infringement of trade-mark and un- 
fair competition. 


Sanborn, J.: I think the plaintiff's trade-mark should be 
sustained. The word “Tabasco” is not employed in a geographical 
sense in the trade-mark “Tabasco Sauce,” but in a fictitious sense, to 
indicate ownership and origin, without regard to location. I am in- 
clined to follow the Circuit Court of Appeals of the Fifth Circuit 
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in McIlhenny Co. v. Gaidry, 258 Fed. 6138 [8 T. M. Rep. 283]. 
I do not regard it as important that there was no evidence in that 
record showing that McIlhenny got the Tabasco seeds in the State 
of Tabasco in Mexico, or that they came from that locality. 
There should be a decree for plaintiff for an injunction and 
accounting and dismissing defendant’s counterclaim with costs. 


Watiace & Company v. Repertti, INc. 
United States District Court, Southern District of New York 
December 15, 1919 


Trape-Mark INFRINGEMENT—DeEFENSES—LACHES. 
A delay of less than three years in bringing suit, after plaintiff 
had warned defendant against infringing upon its registered trade- 
mark, held not to impair plaintiff’s rights against defendant. 


Suit in equity. 


Mock & Blum, of New York, for the plaintiff. 
Harry D. Nims, of New York, for the defendant. 


Rose, District Judge.: Upon plaintiff's application of Sep- 
tember 6, 1912, there was duly issued to it on the 14th day of Janu- 
ary, 1913, a Federal certificate of registration, No. 89,897, of a 
“Blue Bird” as a trade-mark on candy. From September, 1912, 
to the present time, plaintiff has sold chocolate candy under that 
trade-mark. The sales have not been large, nor have they been 
pushed with any vigor, but they have been continuous and uninter- 
rupted. Whenever it heard of infringers, it warned them to desist, 
and apparently all of them, save the defendant, acquiesced in its 
superior rights. 

To one of those who had unwittingly infringed, it allowed, in a 
practically non-competitive line, a modified and strictly limited use 
of a mark which, had it not been licensed, might have amounted to 
an infringement. 

The defendant in 1916 on its chocolate candy, began to use a 
mark similar to that of plaintiff. By July of that year the plaintiff 
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learned of the infringement and had its attorneys warn the de- 
fendant to desist. Defendant sent one of its people to see the 
plaintiff's lawyers. They verbally repeated the warning and showed 
him a copy of the registration. He said defendant would look into 
the matter, and let the lawyers know. They never heard anything 
further from him or it. 

This suit was brought in March, 1919. Defendant says in the 
interval it largely extended its business so that it now sells very 
much more candy under the “Blue Bird” mark than does the plain- 
tiff. This is true, but immaterial. In the summer of 1916, the 
defendant’s sales were small and its credit none of the best. The 
plaintiff, having given it due warnings, was not required immedi- 
ately to institute proceedings. It had, within reasonable limits, a 
discretion as to when it would do so. A delay of less than three 
years could not under the circumstances impair its rights as against 
the defendant. Plaintiff is entitled to an injunction and to an ac- 
counting. 


SouTHERN Ca.irorniA Fisu Co. v. Wuite Star CanninoG Co. 
(187 Pacific Rep. 98) 


California District Court of Appeals, Second District, Division 2 
January 10, 1920 


1. Unram Competition—Imiratinc Contarners—Use or Simitar Lape ts. 

In a suit brought by a company engaged in packing in cans and 

selling to the public a product designated as “Tuna Fish,” against an- 

other company engaged in the same business, charging unfair competi- 

tion, in that defendant imitated plaintiff’s labels held, upon a compari- 

son of the labels, that there was no such similarity as would sustain a 
judgment against the defendant. 

2. Uyratr Competition—Imrratinc Contarners—Features Common TO 

THE PuBtic. 

Where plaintiff alleges unfair competition cn the ground of imita- 
tion of the containers of his goods, he must show deception arising 
from imitation of some feature of his own container not common to 
the public. 

8. Unram Competition—Imiration or Coror—Simimar Lasers. 

Where the difference between the labels of plaintiff and defendant 
is so marked in other respects that, in the absence of identity of 
color, there can be no possibility of confusion, a charge of unfair com- 
petition based upon such identity falls to the ground. 
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4. Uwnram Competirion—Imrration or Contarners—SymsBois Descrip- 

TIVE OF Goons. 

Where one dealer in canned fish charged another with unfair com- 
petition, alleging imitation of his labels, and the labels were found to 
be substantially unlike, except that both bore the figure of a fish, the 
charge could not be sustained, the fish being indicative of the article 
sold and incapable of exclusive appropriation. 

5. Unram Competition—Decerrion—Test. 

A case of unfair competition based upon alleged imitation of 
plaintiff’s labels cannot be sustained, where the differences between the 
two labels in question are so many and so prominent as to negative 
any probability that an ordinarily intelligent buyer, exercising ordinary 
care, would be deceived into buying defendant’s goods when intending 
to purchase plaintiff's. 


From a judgment of the Superior Court of Los Angeles County 
in favor of plaintiff, defendant appeals. Judgment reversed. 


C. F. Holland, of Los Angeles, for appellant. 
Joseph F. Westall, of Los Angeles, for respondent. 


Fintayson, P. J.: This is an appeal by defendant from a 
judgment enjoining it from offering for sale tuna packed in cans 
similar to those used by plaintiff and encircled with a label such as 
that which is being used by defendant. The theory of plaintiff is 
that defendant is guilty of unfair competition in trade, in that its 
label is an imitation of plaintiff's label, calculated to deceive the 
purchasing public. A comparison of specimens of the cans and 
labels used by the parties, and submitted to our inspection, con- 
vinces us that there is no such similarity as will sustain a judg- 
ment against defendant. 

Each party packs in cans and sells to the trade a product 
designated on the cans as “Tuna Fish.”” Each puts up its product 
in cylindrical tin cans, approximately 33% inches in diameter and 2 
inches in depth, each can -being encircled by a paper wrapper, or 
label, embellished with various decorative designs, of different 
colors, imprinted upon a dark blue background. Plaintiff's product 
is known to the trade as “Blue Sea Tuna,” and those words, in white 
bordered with gold, are printed in large type upon its label. De- 
fendant’s product is known as “White Star Tuna Fish,” and those 
words, in large white letters bordered with gold, are printed on its 
label. The cans used by both parties, though of the same size and 
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shape are such as are commonly used in the trade. Plaintiff's 
secretary testified that the cans were of the style that the can 
manufacturers were making, and that he did not know of any tuna 
company that packed in anything except a round can similar to 
that used by both plaintiff and defendant. 

Except that both labels have substantially the same _ blue- 
colored background, the figure of a fish, designated to represent 
the “tuna,” and truthful printed description of the contents of the 
packages, the labels of the two competitors differ in almost every 
respect. 

Though aware that written descriptions of labels and wrap- 
pings are almost always unsatisfactory, we shall essay a compari- 
son and description of the two labels, hoping that we shall succeed 
in showing whatever points of similarity there may be, as well as 
the dissimilarities. In a general way, the respective labels may be 
described as follows: At the left end of plaintiff's label—that is, 
the left end when it is laid out flat, for, of course, it has neither 
left nor right nor middle when it encircles the can—are the words 
“Blue Sea” in gilt letters, and printed in such a manner that the 
letters, which run into each other, represent a rope with several 
coils. Under this, in large gilt letters, is the word “Tuna.”  Be- 
tween the words “Blue Sea” and “Tuna” is a representation of the 
sea, with a small steamer sailing thereon. To the right of the 
steamer, in white letters, is the word “Brand.” At the correspond- 
ing end of defendant’s label are the words “White Star,” in large 
bold type, and under them, in similar type, the words “Tuna Fish.” 
Between the words “White Star” and the words “Tuna Fish” is a 
five-pointed star, in white bordered with gold, and printed therein 
the words “Chicken of the Sea.” To the left of the star is the 
word “California,” and to the right the word “Brand.” In the 
middle of plaintiff's label, when laid out flat, is a figure which, we 
are informed by appellant’s counsel, is intended to represent a sea 
serpent holding a trident. Under this figure of the sea serpent on 
plaintiff's label, printed in dark blue letters and in a space bordered 
with gilt, are the words: “Prepared ready to eat for a delicious 
salad. Add to this tin of tuna fish one-quarter cup celery chopped 
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fine, mix with equal parts salad dressing and cream or condensed 
milk.’’ On the corresponding part of defendant’s label is the word 
“Tuna,” printed in large white letters, edged with gold, and on 
either side a white five-pointed star, edged with gold, in a gilt circle. 
Under the word “Tuna,” and printed in white, are the words: 
‘“‘When used for salad prepare as you would for chicken meat, fish, 
crab or other salads, using dressing to suit the taste.’”’ Under these 
words is another five-pointed star. Toward the right end of plain- 
tiff’s label—right end when the label is laid out flat—are the words 
“Blue Sea Tuna,” in large bold type. Each letter of these words 
is white with a pronounced gilt edge. Under these words there is 
a representation of the sea, with the figure of a fish, the tuna, in the 
act of leaping from the water. To the right of this figure are three 
sea gulls, winging their flight over the face of the sea. Under the 
figure of the fish plaintiff's corporate name is printed. The cor- 
responding part of defendant’s label is as follows: At the top. 
printed in large white letters edged with gold, are the words “White 
Star’; under these words the figure of a fish, the tuna. To the left 
of the fish, in gilt letters, are the words, ‘““Net contents 344 oz.” 
Under the figure of the fish, in gilt, is the word “California,” and 
‘under this, in bold letters, white edged with gold, the words “Tuna 
Fish.” At the extreme right end of plaintiff’s label—extreme right 
end when laid out flat—are the words, “Prepared from a species 
of tuna in the Pacific Ocean,” printed in white. On the correspond- 
ing part of defendant’s wrapper, printed in white, are the words: 
“Tuna caught in the Pacific Ocean, selected white meat, packed in 
high-grade cotton seed oil and olive oil. Empty contents of can as 
soon as opened. Packed and guaranteed by White Star Canning 
Co., Los Angeles, Cal.” 

On both labels all the words, figures, and letters are printed 
on a dark blue background. A representation of the sea runs across 
plaintiff's label, or around the can when the label is pasted upon 
the container in which the tuna is packed. There is no representa- 
tion of a sea on defendant’s label. Nor is there on defendant’s 
label any figure of a sea serpent holding a trident, nor anything at 
all like any such figure. On both labels there is the design or 
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figure of a fish—the tuna. The fish figure on plaintiff's label is not 
horizontal, but is in the act of rising from the sea or ocean. The 
corresponding figure on defendant’s label is in a horizontal position, 
and is not shown rising or leaping from the water. Indeed, no 
water is represented on defendant’s label. 

That plaintiff's and defendant’s cans, with their respective 
labels or wrappers, bear considerable resemblance to each other, 
may be admitted. But all of the resemblances arise from features 
that are common to the trade, or from the use of a design—the 
figure of a fish—to which no one has an exclusive right. 

That any one is deceived by the size, shape, and general make- 
up of the cans, or by the prevailing color scheme of the wrappers or 
labels, does not help plaintiff’s case. All these features are old, 
separately and in combination. As we already have seen, the cans 
used by both parties are of the style put out by the can manufac- 
turers, and are used by all the tuna packing companies. Plaintiff's 
secretary testified: 


That he did “not know of any tuna packing company packing in any- 
thing except a round can similar to this in the exhibit. I do not know of 
any American packers of fish using any other except the round can with 
concentric rings on the ends of the can. There are about 12 or 14 packers 
of tuna in Southern California using this style of can.” 


Plaintiff must show deception arising from some feature of its 
own, not common to the public. Castle v. Siegfried, 108 Cal. 71, 
87 Pac. 210; Canal Co. v. Clark, 18 Wall. 311, 20 L. Ed. 581, 
cited and quoted from in Dunston v. L. A. Van, etc., Co., 165 Cal. 
95, 181 Pac. 115 [8 T. M. Rep. 281]; Continental Tobacco Co. v. 
Larus, etc., Co., 188 Fed. 727, 66 C. C. A. 557. As was said in 
Coats v. Merrick Thread Co., 149 U. S. 562, 18 Sup. Ct. 966, 37 
L. Ed. 847: 


The purchaser of thread “is chargeable with knowledge of the fact that 
any manufacturer of six-cord thread has a right to use a black and gold 
label, and is bound to examine such label with sufficient care to ascertain 
the name of the manufacturer.” 

“He [plaintiff] must make out, not that the defendant’s are like his 
by reason of those features which are common to them and other people, 
but he must make out that the defendant’s are like his by reason of some- 
thing peculiar to him, and by reason of the defendant having adopted some 
mark, or device, or label, or something of that kind, which distinguishes 
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the plaintiff's from other goods which have, like his, the features common 
to the trade. Unless the plaintiff can bring his case up to that, he fails.” 
Payton v. Snelling, 17 R. P. C. 48, 52. 

“The evidence is very strong that one tin may be mistaken for the 
other, very likely; but why? Because of the features common to them and 
common to all.” Payton v. Snelling, 17 R. P. C. 628. 


Nor is plaintiff’s case helped by the fact that dark blue, the 
color of the background, is the predominant color in both labels, 
though it is apparent that the gravamen of plaintiff's charge lies in 
an alleged imitative color scheme. It is the one specific feature em- 
phasized by the plaintiff throughout its case. It is true that some- 
times a color, taken in connection with other characteristics, may 
serve to distinguish one’s goods, and thus be protected by the courts. 
Fairbanks Co. v. Bell Mfg. Co., 77 Fed. 869, 28 C. C. A. 554, a 
case where, however, there was proof of specific instances of de- 
ception. But as a rule a color cannot be monopolized to distinguish 
a product. There are not more than seven primary colors, and if 
one of these may be appropriated as a distinguishing characteristic 
of a label, it would not take long to appropriate the rest. Thus, by 
appropriating the colors, the packing of tuna could be monopolized 
by a few vigilant concerns. To allow colors to be appropriated as 
distinguishing characteristics would foster monopoly by foreclosing 
the use by others of any tasty dress; and where the difference be- 
tween plaintiff's and defendant’s labels are so marked in other 
respects that in the absence of identity of color, there can be no 
possibility of confusion, a charge of unfair competition falls to the 
ground. Pacific Coast, etc., Milk Co. v. Frye §& Co., 85 Wash. 
138, 147 Pac. 865; Diamond Match Co. v. Saginaw Match Co., 
142 Fed. 727, 74 C. C. A. 59; Schlitz Brewing Co. v. Houston Ice 
§& B. Co., 241 Fed. 817, 154 C. C. A. 519 [7 T. M. Rep. 417]; 
Heinz v. Lutz, 146 Pa. 592, 23 Atl. 814; Morgan’s Sons Co. v. 
Troxell, 89 N. Y. 298, 42 Am. Rep. 294. See, also, U. 8. Tobacco 
Co. v. McGreenery (C. C.) 144 Fed. 581. Moreover, in this case 
the use of blue labels was common to the trade. Plaintiff’s secre- 
tary, called by it as a witness in its behalf, testifying on cross-ex- 
amination, said that in Southern California there are “about six or 
eight, maybe ten [tuna packing companies] using the blue label.” 
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In Continental Tobacco Co. v. Larus, etc., Co., supra, it was held 
that, where tin tags of all colors, including yellow, and of various 
sizes, had been used for many years by manufacturers of plug 
tobacco, and a yellow tag similar in appearance to that used by com- 
plainant had been in use by others for ten years, the size and color 
of such tag was not of itself a distinction sufficient to establish 
against defendant a case of unfair competition in trade, though de- 
fendant was using on its plug tobacco a tin tag of the size and color 
used by the complainant. 

Passing from the features that are common to the trade—size 
and shape of cans, color scheme of labels, ete.—we find that, with 
but one exception, presently to be noted, the label used by defend- 
ant is substantially unlike that used by plaintiff. The exception 
to which we refer is the figure or design of the fish. But the figure 
of the fish is a symbol that is indicative of the article sold. And 
the rule is that there can be no exclusive appropriation of a sign 
or symbol that represents or is descriptive of the article to which 
it is attached; that there can be no exclusive appropriation of any- 
thing which is merely descriptive of the article, or which indicates 
the ingredients of the package, or the mode of composition. To 
give the right of exclusive appropriation, the sign or figure must be 
some arbitrary form or figure, not suggestive of the nature of the 
article to which it is affixed. Fischer v. Blank, 188 N. Y. 244, 33 
N. E. 1040; Heide v. Wallace & Co., 185 Fed. 846, 68 C. C. A. 16; 
Marvel v. Pearl, 188 Fed. 160, 66 C. C. A. 226. In Heinz v. Lutz, 
supra, which was an action based upon alleged unfair competition in 
trade, and not for violation of a technical trade-mark, and which 
was brought to enjoin a fruit dealer from using on his packages a 
label whereon certain fruits were pictured, the Supreme Court of 
Pennsylvania used this language: 


“Both labels are colored, but in every feature except the fruit the 
colors are widely different. The fruit is of course highly colored to make 
it look as luscious as possible; but no one trader in this article has or can 
have a monopoly of pears, peaches, cherries, plums, strawberries, etc. Any 
dealer in fruits has the right to put a picture of these fruits upon his 
labels, and to make them as attractive as possible, and the fruit in one 
label is very likely to resemble that in another.” 
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In the instant case a comparison of the labels used by plaintiff 
and defendant shows that the only features that possibly can give 
rise to any similarity are those that are common to the trade, size 
and shape of the cans and general similarity of color scheme, and 
the fish symbol, a design that serves to indicate the nature of the 
article packed in the cans or containers. In Payton v. Ward, 17 
R. P. C. 58, the court said: 

“The only question you have then to consider is whether the defend- 
ants’ get-up is so like the plaintiffs’ as to be calculated to be mistaken for 
it. But when, as in this case and in the last, what is called the plaintiffs’ 
get-up consists of two — different things combined, namely, a get-up 
common to the trade, and a distinctive feature affixed or added to the com- 
mon features, then what you have to consider is not whether the defend- 
ants’ get-up is like the plaintiffs’ as regards the common features, but 


whether that which specifically distinguishes the plaintiffs’ has been taken 
by the defendants.” 


In the case before us, aside from the features that are common 
to the trade, size and shape of can and general color scheme, that 
which specifically distinguishes the plaintiff's label and which it 
may be claimed was taken by defendant, the figure of the fish, is 
not a subject of exclusive appropriation by either party. More- 
gver, in the respective figures of the fish, while there no doubt is a 
general resemblance, there is a marked difference in the position 
of the fish. And even if there were not this difference in the two 
fish figures, still it would remain a fact that those parts of plain- 
tiff’s label which it is entitled to use exclusively bear no resemblance 
to anything in defendant’s label. The two labels differ in style 
and device. Plaintiff's product is designated in its label as the 
“Blue Sea” brand. Defendant’s is designated as the ‘““White Star” 
brand. The name of each proprietor is stamped upon its respective 
label in large and distinct letters; and while purchasers desiring to 
buy canned tuna, without caring by whom it had been canned, doubt- 
less would accept indifferently either plaintiff's “Blue Sea” brand 
or defendant’s “White Star” brand, yet it is not at all likely that 
any ordinarily intelligent purchaser exercising reasonable care, and 
who desired to buy “Blue Sea,” and not “White Star,” would be 
led by any similarity of the respective packages to accept the latter 
supposing it to be the former. 
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Plaintiff claims that a side-by-side comparison of the two labels 
when laid out flat is not a fair test. It is asserted that, when the 
label is pasted on its can, encircling it, the prospective purchaser 
sees but a small portion of the periphery of each package, and that 
this tends to and does confuse and deceive the average purchaser. 
Even so, we doubt if, under the recognized rules already stated by 
us, plaintiff would be entitled to an injunction. In Continental 
Tobacco Co. v. Larus, etc., Co., supra, the court said: 


“It is urged that the illiterate persons, such as those who mostly use 
this kind of smoking tobacco, look only at the color and size of the tag; 
but this is not good ground for relief, for we find from the proofs that the 
color and size of the yellow circular tags is not of itself a distinction which 
either manufacturer can appropriate.” 


Moreover, according to the testimony of plaintiff's own wit- 
ness—witnesses who had bought from retail grocers cans of tuna 
with the label or wrapper encircling the can—there is no such 
similarity as will deceive an intending purchaser of ordinary intelli- 


gence using reasonable care. In an effort to prove specific in- 
stances of actual deception, plaintiff introduced the testimony of 
two women, housewives, the husband of one being employed by 
plaintiff and engaged in selling plaintiff’s product. Each of these 
housewives testified that she ordered “Blue Sea” tuna from her 
grocer; that he sent her the “White Star” brand instead; that she 
did not discover the mistake until she had opened the can, but that 
if she had used ordinary precaution she could have seen the differ- 
ence in the two cans. One of these witnesses, in response to a ques- 
tion if she would have any difficulty in noticing the difference in the 
cans if, instead of ordering the fish of her grocer—presumably by 
telephone—she personally had bought it at the store, said: 

“Why, I think I could notice the difference; yes; I could tell the dif- 
ference by the looks of the can immediately.” 

The fact that the grocer did not deliver the brand of tuna 
ordered is not a determinative factor. There is no evidence to 
show that the grocer himself was deceived by any similarity in the 
labels. It is quite possible that he intentionally sought to palm off 
on his customers an article different from that ordered, trusting to 
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their carelessness to obviate any detection of the intended decep- 
tion; for, unfortunately, the habit that some dishonest dealers have 
of handing out anything they think they can sell to their customers, 


when they cannot supply the particular article called for, is all too 
common. 


“The law of unfair competition does not protect purchasers — 
falsehoods which the tradesman many tell; the falsehood must be told by 
the article itself in order to make the law of unfair competition applicable.” 


Hill Bread Co. v. Goodrich Baking Co., (N. J. Ch.) 89 Atl. 863 [3 T. M. 
Rep. 280}. 


Each of the housewives whose testimony plaintiff relies on to 
show specific instances of actual deception admitted that, by using 
her eyes, she could readily detect the difference in the two packages. 


“A resemblance which would deceive an expert or very cautious pur- 
chaser may still give a right of action, but a resemblance which would de- 
ceive only an indifferent or careless purchaser gives no right of action. The 
true rule lies between these extremes, condemning what would be reason- 
ably calculated to deceive the common or usual purchaser of the given 
article when exercising ordinary care.” Pacific Coast, ete., Milk Co. v. 
Frye & Co., supra. (Italics ours.) 


As said in Wrisley Co. v. Iowa Soap Co., 122 Fed. 796, 59 C. 
‘C. A. 54: 


“One who so names and dresses his product that a purchaser who ex- 
ercises ordinary care to ascertain the sources of its manufacture can readily 
learn that fact by a reasonable examination of the boxes or wrappers that 
cover it has fairly discharged his duty to the public and to his rivals, and 
is guiltless of that deceit which is an indispensable element of unfair com- 


petition.” 

As regards plaintiff's goods, if they have acquired a title or 
denomination in the market, the only title or denomination which 
they can have acquired is that of “Blue Sea” brand of tuna; while 
as regards the defendant’s goods, if they have acquired or should 
acquire a title in the market, it is or will be the title of “White 
Star” brand; and, aside from the color scheme, which is common to 
the trade, and the figure of the fish, which neither can appropriate 
exclusively, the differences in the two labels are so many and so 
prominent as to negative any probability that an ordinarily intelli- 
gent buyer, exercising ordinary care, will ever be so far deceived 














YELLOW CAB CO., INC., V. BECKER 187 


by any resemblance of defendant’s to plaintiff’s label as to buy one 
of these brands of tuna when ordering or intending to buy the 
} other. 
Judgment reversed. 


We concur: Sioane, J.: Tuomas, J. 


Yetitow Cas Co., Inc., v. BEcKER. 
(176 Northwestern Rep. 345) 


Supreme Court of Minnesota 
February 13, 1920 
(Syllabus by the Court) 


Trape-Marxs anv Trape-NamMeEs—SimmvunaTion CaLcuLatep TO DeEcEIvE 

Pusrtic Wir Be Ensornen. 

A simulation by defendant of plaintiff's taxicabs, used in a public 
taxicab business, will be enjoined pendente lite, where the imitation 
is obviously calculated to deceive the public into the belief that the 
defendant’s taxicabs and service are those of the plaintiff, and there- 
by injure and interfere with its business. 


- From an order of the District Court of Hennepin County 
granting a temporary injunction pendente lite, defendant appeals. 


Affirmed. 


Nathan Rivkin, of Minneapolis (Rose § Brill, of Minneapolis, 
of counsel), for appellant. 
J. H. Sapiro, George T. Simpson, and John F. Dahl, all of 


Minneapolis, for respondent. 


Quinn, J.: Both parties to this controversy are engaged in 
the taxicab business in the city of Minneapolis, this state. Plaintiff 
asserts in the complaint that prior to its organization in 1918 under 
the laws of Arizona the Yellow Cab Company, a Minnesota corpora- 
tion, installed, owned, and operated a large number of taxicabs of 
a high grade for hire; that it adopted and used in connection with 
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such service, a reasonable and low meter schedule of fares; that it 
placed and maintained a large number of taxicabs in operation at all 
public places in that city; that, by reason of the superior grade 
and quality of such service, the reasonable and uniform fares 
charged, and the prompt and efficient service rendered, it estab- 
lished a wide reputation for cheap, safe, and prompt taxicab serv- 
ice; that, in order to distinguish its taxicabs and the service thereof 
from other public taxicabs and service, and to preserve and protect 
the good-will of such business, said company adopted, used, and em- 
ployed in and for such taxicab service the corporate title “Yellow 
Cab Company,” together with a style and color for its taxicabs 
consisting chiefly of the body and wheels being. painted yellow with 
black trimmings, the top, hood, and fenders black, with a monogram 
of a circular form appearing on the doors in the center of which 
is a blue background, triangular in form, with the words “Yellow 
Cab Company,” appearing thereon; that the style, color, and trade- 
name were all originated and first employed in connection with the 


taxicab business in the city of Minneapolis by said company; that 
prior to the commencement of this action plaintiff purchased and be- 
came the owner of all the property, trade-name, and reputation of 
said Yellow Cab Company, including its taxicab service, business, 


and good-will, and has since continuously conducted and pursued 
such business. 


The bodies of defendant’s taxicabs are in the same yellow color 
as those of plaintiff, the top, wheels, hood, and fenders are black, 
and on the doors appears a monogram circular in form, with a 
dark background with the name “Independent Star’ thereon. 

Colored cuts of the taxicabs used by both of the parties are in 
evidence. It is apparent thereform that, in color and general ap- 
pearance, they are so similar, when viewed from a short distance, 
as to give out the impression of belonging to one and the same 
class. 

Plaintiff alleges that in July, 1919, defendant, with the fraudu- 
lent purpose of interfering with plaintiff’s business, adopted and 
employed, and has since continued to use and operate, a number of 
taxicabs and automobiles for hire in opposition to plaintiff’s busi- 
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ness in the city of Minneapolis, which in color, finish, design, and 
general appearance are identical with the yellow cabs used by 
plaintiff, thereby simulating its trade-name, deceiving the public, 
and interfering with plaintiff's business. 

In his answer defendant denies the allegations of fraud and 
diversion of business contained in the complaint, but admits that 
plaintiff uses yellow cabs in its business, and that it advertises as 
the “Yellow Cab Company.” He also alleges that numerous per- 
sons and firms in the larger cities throughout the country have for 
several years past used automobiles in such business which were 
painted yellow, because such color is bold, attractive, and can be 
seen at a great distance; that by reason of such use of yellow cabs 
for hire in the large cities the traveling public has learned to recog- 
nize yellow colored cabs as being for hire, and while traveling from 
city to city persons seeking a cab for hire look for those painted 
yellow; that a very extensive part of the taxicab patronage in the 
city of Minneapolis comes from the traveling public; that because 
of such facts he decided to paint the bodies of his cabs yellow; 
and that it is his intention to continue so to do. 

After hearing upon an order to show cause the trial court 
issued an order for a temporary injunction commanding the de- 
fendant to refrain during the pendency of this action, or until the 
further order of the court: First, from using the trade-mark device 
of plaintiff or any imitation or simulation thereof; second, from 
using upon automobiles operated by defendant for hire the finish, 
design, color, appearance, style, or dress of plaintiff's taxicabs or 

any imitation or simulation thereof; and, third, from using any 
scheme, plan, device, pretense, shift, or contrivance of any kind or 
nature, causing or tending to cause defendant’s taxicabs to be mis- 
taken or substituted for plaintiff’s taxicabs or taxicab service. From 
this order defendant appeals. 

The order appealed from, in form, is much broader than the 
case seems to require. But when considered as simply preventing 
defendant from using taxicabs painted similar to those of the plain- 
tiff, and in such manner as will amount to a fraudulent imitation 

and be likely to deceive patrons into the belief that his taxicabs 
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and taxicab service are in fact the same as those of the plaintiff, it 
loses much of its apparent harshness. With this view in mind the 
case becomes one of unfair competition in business by means of a 
simulated style of vehicle. It is well settled that a close imitation 
of one’s trade-name or means and style of transacting business 
which is obviously calculated to deceive the public into a belief that 
the imitation is, in fact, the original, is a fraud, and, where it ap- 
pears that damages will result from such imitation relief will be 
afforded by injunction. Oppermann v. Waterman, 94 Wis. 583, 
69 N. W. 569; Cleveland Stone Co. v. Wallace (C. C.) 52 Fed. 431; 
McLean v. Fleming, 96 U. S. 245, 24 L. Ed. 828. 

The true doctrine in cases of this character seems to be as 
stated in the case of Amoskeag Mfg. Co. v. Spear, 2 Sandf. (N. Y.) 
599, 606: 


“It is evident, however, that in order to convey a false impression to 
the mind of the public as to the true origin or manufacture of goods, it is 
not necessary that the imitation of an original trade-mark shall be exact 
or perfect. It may be limited and partial. It may embrace variations that 
a comparison with the original would instantly disclose, yet a resemblance 
may still exist that was designed to mislead the public, and the effect in- 
tended may have been produced; nor could it be doubted that wherever 
this design is apparent, and this effect has followed, an injunction may 
fightfully be issued. * * *” 

Whether it was the defendant’s design to induce the public to 
believe that his cab was the property of the plaintiff, and that the 
device and color which he had adopted with reference thereto were 
for the purpose of misleading the public, is a question of fact to 
be determined upon the trial. By this we do not mean to even inti- 
mate that the plaintiff is entitled to any exclusive property in 
color or in words, but under the showing made it became clearly a 
question for the court to determine whether the plaintiff is entitled 
to protection against imitations designed to mislead the public and 
to deprive the plaintiff of its profits. New York Cab Co. v. Mooney, 
15 Abb. N. C. (N. Y.) 152, 159; Yellow Cab Co. v. Cook’s Taxicab 
§ Transfer Co., 142 Minn. 120, 171 N. W. 269 [9 T. M. Rep. 198}. 
It follows that the issuance of a temporary injunction pendente lite 
was clearly within the discretion of the trial court. 

Affirmed. 
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